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OPERATING BUDGET REVIEW July 17, 2000

Recommendation:

Recognizing that the Council on Postsecondary Education, through its Finance Committee, develops the
systemwide biennial budget recommendation, the Council requests that the Strategic Committee on
Postsecondary Education (SCOPE) create a subcommittee to review the operating budget guidelines
used in developing the 2000-02 budget recommendation.  This review should include the base funding
approach using institutional benchmarks and the Strategic Incentive and Investment Trust Fund
program.  The results of this review will be considered by the Council as it develops its 2002-04
operating budget guidelines.

Rationale:

• The 2000-02 postsecondary education budget became an issue of substantial public debate among
presidents and legislators during the 2000 regular session of the General Assembly.

• The SCOPE serves as a forum for the Council and the elected and appointed leadership of the
Commonwealth to exchange ideas about the future of postsecondary education in Kentucky.

• One of the SCOPE’s roles, as defined by the Kentucky Postsecondary Education Improvement
Act of 1997, is to advise the Council on general parameters regarding the development of the
postsecondary education budget.

• The Postsecondary Education Improvement Act of 1997 (House Bill 1) directs the Council to
develop benchmarks using criteria that include comparisons of the Commonwealth to other states
and the nation and measures of educational attainment and effectiveness.

• House Bill 1 directs the Council to make biennial requests to the General Assembly and the
Governor for funding to be appropriated to the base budgets of the institutions.

• The institutional benchmarks, adopted by the Council, were developed through a cooperative
process involving Council staff, the presidents, and other institutional staff, and representatives from
the Governor’s Office for Policy and Management and the Legislative Research Commission.

• Operating budget guidelines for the 2000-02 biennium, adopted by the Council, were intended to
provide a fair and rational means for allocating funds within the system of postsecondary education
to meet the goals established by House Bill 1.

Background:

At the January 1999 Finance Committee meeting and March 1999 Council meeting, the Council staff
presented an approach for operating funding guidelines to be used in the 2000-02 budget process.



Those funding guidelines focused on two major concepts:  base funding using institutional benchmarks
and incentive trust funds.  At the April 1999 Council meeting, the Council approved this approach as an
operating budget framework and this approach was also reported to the SCOPE in April.

At the May 1999 Council meeting, the Council directed the staff to proceed with the next steps in the
funding guidelines process:  (1) the analysis of public funds support per full-time equivalent student for
the benchmarks and Kentucky institutions; (2) the establishment of a percentile funding objective to
serve as a basis for the base funding request; and (3) a recommendation for achieving a funding
objective.

At the July 1999 Council meeting, the Council established the 55th percentile within each benchmark
group of the public funds per full-time equivalent student as the funding objective for the 2000-02
operating budget request.

In July 1999, the Legislative Research Commission’s Subcommittee on 2000-02 Budget Preparation
and Submission promulgated statewide budget instructions that provided for 2.4 percent annual General
Fund base appropriation increases.

At the September 1999 Council meeting, the Council adopted the Action Agenda and a Plan of Work
for 1999-2000 that focused on four major activities.  One of those activities was “rationalizing operating
and capital budgets” to include operating budget guidelines that measured base adequacy against
benchmarks and identified incentive trust funds as a way of progressing toward House Bill 1 goals.  This
activity was also reported to the SCOPE in September.

At the November 1999 Council meeting, the Council adopted 2000-02 operating budget
recommendations to the Governor and the General Assembly.  Those recommendations included:  base
increases using the benchmark funding system; base changes for a variety of items including debt
service, maintenance and operation funds for previously opposed facilities, etc.; and special initiative
funding for institutional proposals.  In addition, the Council also approved funding for eight incentive
trust funds.

At the November 1999 meeting of the SCOPE, the Council staff reviewed the 2000-02 postsecondary
education budget recommendation.

On January 25, 2000, the Governor introduced the 2000-02 Executive Budget that endorsed the
Council’s budget request.

On April 14, 2000, the Senate and House passed the budget bill (HB 502) and on April 26, 2000, the
Governor signed the bill.  The budget provided increased funding of $185.7 million or a 19.1 percent
increase for the postsecondary education system over the biennium.
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